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James H. Brookmir

e Has Worked Out

a Chart Which He Believes Fore-
casts the Business Future

AMES H BROOKMIRE of 8t. Louis, ; politica and banking conditions invaria- | or toward depress
who has devised n composite chart | bly must be favorable before a periodd| When asked how he worked out his com-
and berometer of fundemental con- | of prosperity, the presence of one un- posite chart without using a “line of
ditions from which he believes he |favorable factor, that of an overextended | growth.” which in a feature of other

me.cket conditions,  banking condition, overcame all favorable | methods of forecasting movements, Mr.

Is in the city expleining his chart to factors. This condition necessitated liq- | Brookmire said:

oun  forocast stock

bankers and brokers. He consentad the

other duy to explain to Tue Sux the way | about a year later came the inevitable | that have to be weighted require separat+

in which he becune interested in the
subject wnd how he has developed his |
idea

mantfacturing concern  in Mt
Early in thet yeer he became a partner

in & banking firm that had a New York | to prove the direct influence which some | place & so-called ‘line of growth,' 1 would |
Then for  individual factors are certain to have on . have a chart of little value,
the tirst tim» he got an insight into th;the wsecurity market and business condi- impossible to get any ‘line of growth'

A | tione, |1 have found that a definitle result compensating fer factors which increase

Stoclk. Exchange membership.

slock minrget,

uidation in securities firwt, and then

depression in business.

“Many peopls still believe that it is

{ impomsible accurately to forecast the | carnings is by no means the same, while

For soveral years prior to 1004 Mr. future in business, as well as the probable  other factors, such as money rates and
Brookmire was the general manager of & | prices of eecurities, sinoe there are so| pig iron prices, require no weightingat sll, | happen
Lovis, | many factors to produce puzaling compli- | If 1 made up my figures, even allowing

cations, While it ix not at all dificult
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| In order to make an acourate comparison

2, 1912.

e

—

—

OF STO

called, and the house of cards just natu-
rally collapsed.

Slart and End of Panics.

“Larly in February I decided that the
year of 1907 was bound to be & year of
drastic liquidation. Before I made public
my views I came to New York and talked
with bankers, and found my opinion
verified. The wildness of the speculative
boom in stocks and business, together
with an overextended banking situation,
bad made it seem clear to me that a col-
lapse was bound to come; but so few people
believed it possible that I wanted to see
what othors who followed conditions
believed. [ went back to St. Louis and
wont out & letter stating the ressons why
I believed every one should put his house
In order and be prepared for what was
going to happen. You know what did

"

October's earnings must be adjusted with
the other months, so that February,
which is normally the poorest month,
will be adjusted to a common level with
| the other 1 onths. In this way, with the
| seasonal fluctuations eliminated, the
| course of the composite will indicate ace
| curately the tendency toward prosperity
fon.”

“1 found out years ago that the factors

| adjustment. For instance, the normal
increase in bank clearings and railroad

“Can you forecast the beginning or
end of & panic?” Mr. Brookmire was asked.
“No one can actuully tell when there
It would be ! will be @ real panie,” he replied. “We
i can tell when there will be drastio liqui-
l( ation, but this Liquidation dows not al-

| for seasonal variations, and then *ried to

“1 ®oon noticed that most of the men can be obtained by combining these at different ratios, and attempting to ways culminate ina real panic. Special
buying nd selling stocks were trading | definite businoss factors; bank olearings, compensate for such factors as money ' (auves, such as the runs on two great

eimply on unsupported ideas, or tips, or |

on information which even though it/
might e correct  wrs not imporiant '
enough to  justifly backing with hard
varned money,” said Mr. Brookmire. “It |
wisn't hard Lo see that invariably these

so-called speculators were really gamblers, | which gives a more accurate and satis- relation between the business and the
whether they knew it or not, und the re- | factory guide than I could have had from | banking indices that tells the story.

sult was usually disastrous.
{
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not alone in New York city but in the
entire nation; railroad earnings, pig iron

production and prices, imports and ex-

ports, immigration, building construction
statistios, and the average commodity
prices. 1 combine (hem into an index

any one business factor.

(rater and pig iron prices, which meun | {rust companies, with the clroumstances
| the same now as they did ten years ago. | that brought about these runs, contributed
“Now here is another point, and I can’t |to the panicof 1907. We had fairly drastic
'emphasize it too much. 1 want you to| liquidation in 1910, but no panic.

notice carpfully | have used separate! “As to stopping & panic. stocks will
{ businesa and banking indicns. It is the | keep on going down when there are ad-
verse conditions untll these conditions
change. no matter how low the prices may
‘ “The money that the stock market and ldrop. just as they will keep on going up
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montha after the stock market starts

upward.

*You wi'l notice that the three factors
necessary before improvement was pos-
sible wera indicated in a very pronounoed
way in 1004 and 1908, You will observe,
by following thess conditions on the
ohart, that there was a rapid rise In the
security market followed by decided
improvement in general business.”

Crop, Political and
Foretell Prosperi

On the subject of improvement Mr.
id

As to Crops and Politics. R RSiiowiag sk phais and dapresion
In explaining why he did not include | with its liquidation in business you wil
orops and the politioal situstion on his | find & low level of prices and &
ohart of fundamentals, although holding | gecurity market. Deposita in
MMMvuwuulmahuolmim trust companies will be
and security prices, Mr, Brookmire said, | the amount of Joans will be small
*It In simply impossibleto ohart po-|portion to the amount of deposits
litical influences, and it is impractioable terest rates will be very low, Iren
to ohart erops. The influence of crops |gopper prices will be unch'#-d
is sometimes entirely contrary to what | just as soon as there is a fa 10
may he expected. {condition and & favorable politioal situa-
“For instance, in the fall of 1908 the {tion the three prime fsctors necessary
enotmous orops simply stimulated the ' for improvement will be faverable,

optimisin of the nation at & time when The I dor's mﬂi

business and credits were already in a
feverish and over extended condition.| *The stock market, perbhaps already
The additional credit required to move |slightly advanced, spurts upward, dis-
these crops and to handle the increased | counting the future prosperity, andas the
business was an additional burden which , stock market advances it becomes more
the banks were not able to carry. We |active. Business starts to improve, rail-
have to consider crops and politios sepa- | road earnings inorease, metal prices ad-
rately in relation to bank andbusiness | vance, and there is an incressed demand
conditions and the security market, mak- | for bank credits,
ing deductions as the facts warrant, ‘ “There is a senaational increase in the
“With the fact established that the!price of stocks coincident with public
three prime factors, crops, politics and buying and great activity. The length
banking conditions, must be favorable of time the market has been advascing,
before there is an expansion in bu-lnm.iun extent of the advance and the time

l

Banking Conditions
ty in Four Year

Stock Market Run Cycles

*The following period of liquidation
lasts from four and one-hall to fiftesn
months, a period of great danger to thy
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“1 becane convinesd that the decided

changes in the security mercket could not -

be the resnit of the manipuletion of o few
ingiders, but thi* thoy were coused by
underlying conditions,  Of e
markset  was enipninted  ocep agonelly,
but [ obwerved that (he suecessfal menipu-
Iation hidd 149 he slong lines of lepst pa.
mistance.  That is in eontormity with the
rie as indiceted by Losiness end bank-
ing conditicns, of which 1 will give you
zn o examnle presenly

“I'here isn't anything new phout fore-
casting husiness and tneneiel conditions
that can be relind upon
moresover, that such forecesting as has
been done in the pest wes the work ol
men of practicsl afsirs and based unog:

COUEFan

conditions of crops, the politice! sitaation |
Economists |

und their actual experienee
Lave proved that many factors which are
of great importence ofien, dominant in
deternining the course of - neral business
and the securities marksl, wers not un-
derstood and considered Ly the average
person

“In studying ull these factors | was
surprised to e how accurately leading
economis=ts, such as the Fronch economis
Juglar, had outlined the conditions under
wvhich proaperity will surely follow, and
the converse of which will just ns cer-
tainly cause a period of drastie liquida-
tion and probable panie.  The economiste
had not gone much bheyvond the realm of
theory, and I had to get the statistics for
different periods, and for enough years,
and then study actual conditions to see
whether the theories held good in every
instance.

Fundamenlals of Business.

“I have worked a* this exhaustive study
for eight years, putting in several hours
overy day, but keeping up my own busi-
pess,  The first thing I had to do was to
secure an accurate record of the security
market. You know the stock market
anticipatea both rises and declines in
general business and ia mosat  sensitive
to all the various i fluences surrounding
it, whether crops, politics or banking con-
ditions. Then 1 took each business and
banking factor, such as crops, railroad
earningg, pig iron prices, bank clearings
and money rutes, and carefully traced
the influence of each one on the <ecurity
market and noted any peculiar phenomena

“It soon developed that preceding every
period of groat prosgerity three tactors,
crope and tha political and banking situa -
tions, were invariably tavorable. ‘Then |
found that just hefore all periods of severe
liquidation, such as the panics of 1880,
1809, 1903, and 17, the one factor which
memed (0 dominate was the overeaien
sion of credis. So it developed that
‘¥hile the three great factors of crops,

| dsvoversd, '
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“I'en 1 took these leading banking! general business use comes out of th®|with favorable conditions
factors: loans, deposits, specie, reserve, | banks.
the percentage of reserve to deposits,
the | business starts to increesa after a long  they restored confidence and thus stopped

the rate of commercial paper and

ratio of roserve to loans, and put them into
i combined index with the same advan-

tage us with the business index as a guide.

When 1 placed the business and hanking '

indices tagether on a chart with the stock
market record, 1 had a true chart of
fundamentals, which you will see by tha
chart {llustrated works out in a surpris-
ingly accurate way.”

When asked if he made any allowance ' vance, followed later by a decided im-|people are always
for the growth of the country in plotiing ! provement in busineass,

his indices, Mr. Brookmire said he had
found it necessary to make such allow-
anoces in regard to certain factors, such as
railroad earnings, bank clearings and
pig iron production.

Commerce and Banking.

“For example,” said Mr. Brookmire,
“railroad earnings have increased at the
rate of about 4 per cent. a year normally,

| but it was necesaary to get the average

yvearly record over the period studied.

sontad at zero on the chart. Then we
take the earnings by months, and weight
them to allow for seasonal variations,
“Without exception October is always
the record month for railroad earnings.

This average yearly earning is repre-'

—_— e = e

When Mr.
of bankers
stock market

Ax stocks oand business go up | Morgen and his syndicile
! the banking index goes down. Before | poured money into the

Il deprassion, you will find Lhet the business  the patic of 1907,
| index has risen into the arca of abundant | “After the penic the hanks
 or plethoric reserves { companies filled up with maoney, bui
“For instence, take the summer of 1001, | business kept right on dropping alter it
; We find that business was deprossed, | goi siaried on the down grade.  Business
and that the banking reserves were more always follows the stock market, but
than abundant, they were plethorie, | business taen as & whole will not beliove
Immaodictely sftor the Presidential nomi- | that drastic liquidation in the meariket
Cmistions the stock marget began to ad- ean affect themm personally, and since
most  enthusiastic

| ment continued until the summer of 1907, ,Which keep business going nfter the
“Business had reached inio the hemard- (stock market bubble has burst. When
ous ared by the (il of 1908, and the bank- | bueiness does get started down for e
ing index had dropped down to the over- | depression it stays down until afier the
extended area. 'This was a certain  indi- | market starts upward, &s you know.
| cation that the banking resources were . “People are atfraid to put their money
not suflicient to support sich a tremendous | into business or Into securities. They
| volume of business transactions. . put it into the banks and then conditions
“Business remained in the hazardous become favorable for a rise in  stooks
area from the fall of 1808 through August, sooner or later. Just as soon as ¢he
11907, This was the patural result of the banks are in good shape again, the orop
' momentum  {rom  genarally  favorable condition favorable &nd the politicsl
conditions and enthuriastic optimism. situstion cleared the market is in line
The overextension of credits made neces- jor a certzin rise and busimass will follow
sary the drastic liovidetion which fol- | closely. While business does not start
ilo'ad. Loans from Furope, which had downward for nbout r. year after atocks
{ been made to finance the spectacular | begin toslide we find that business always

{Horrinwl boom in the fall of 1906, were |starts a good improvement within six |

ernd trust '
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land studying closely the course of busi-|of the year also amsist in dotermining
ness and the prices of securities, I noticed | whoa the end of this period has heen
that these movements came in cleerly | reached.
defined cycles. Then 1 bogan to apply “The great opportunity for the investor
| the old oycle theory to thexe movements, |will he found in the firet pericd of the up-
“I found that these eyclos in no inetence | ward movement of the cycle. In this
ran longer than four vears. 1 consid- | period stocks edvance from 45 to 85 per
ered each steok market cycle as the period {cent. and sometimes mare of the total
between the beginning of the upward jadvance made during the entire cycle,
movement in stocks and the end of the | This firet period has not occupied more
low level following. The business cycle | than seven months of any of the oycles,
simply begins end ends Ieter in each case |  “The recond pericd of the stock market
than does the stock mariet cyele. Since | prosperity, which lasts from five to tw enty-
1883 there have been seven fnancizl end | four months, vsvally carries stocks to a
business cyeles.” still higher level, but under lees favorahle
Mr. Prookmire srid that there are two | conditions stocks may show a greducl
eauses contributing to fix the stock market | decline. During this pericd stocks must
cycle within four years, One is the Fresi- | be purchased with care. As business
dential eleetion and the other is the fect {expands, deposits cnd reservos decline
thet the development of the country is |and the proportion of Icars to deposits
#0 rapid and the naturs] weelth so great 'increases, Interest rutes for both short
thet within three yeers from the begin- |and long time money advence Pig iron
ning of a prosperous period there is e and copper prices rire rapidly to un-
stete of overexpaneion of credit that  reasonable figures,
malkies liquidetion of recurities necessary. | *Businesa in all lines hecomes fever-
The four parts of this cyecle as divided 'ishly uctive ard general commcdity
hy Mr. Brookmire are improvement, prices re:ch high levels, Imports ard
prosperity, liguidation and recdjustment. oxports increare greatly, with imports
‘The parts are all clearly defined, although ' incredsing more than the exports, In
the time required tv puss from one to the the last part of 1001 and the first half of
other of these parts cannot be fixed ar- ' 1802, in 1905 and 1008, and in 1907 we had
bitrarily, It depends upen how rapidly the periods of prosperity in the stock
conditions develop. lmn.rket cycle.

is thoroughly lijuidated, the banks be-
come unusually strong, but there are
many failures. After a general readjust-
ment of prices to conditions, the country
siinply waits for crops and a political
situation to be favorable. Then with the
banking conditions good the new cyele
| starts in. These mmovements are thor-
| oughly indicated on the chart.”

Questioned as to whether a great dis-
aster such as the San Francisco earth-
quake would not disturb the indications
of the chart, Mr. Brookmire said:

“All we can do is to discount normal
cenditions. If such a disaster occurs
when other conditions are Aound. this
accidental development would have but
A temporary effect. Following both the
Nan Francisoo earthquake and ths
| Northern Pacific panic, tho stock market
| was higher than ever within a short
| time,"

As to the present irdications of the
Icharl. Mr. Brookmire sauid:
| “The situntion us shown by the chart
above proves thet business has been in

liquidation &nd has been readjusting
!itﬂ'lf to new political conditions sinc?
jeatly in 1010. Bueiness is thoroughly
liquidated and rezdy to respond to any
favorable developments, and it would
olso withstand with stubbornness any
adverse developments which may reason-

| ably be expected.
| “The banking situation is satisfastory.
]Tho banks are in & position to mect tie
! needsof normal expansion in business, a4

shown by the ba~ometers at the side of
'the chart. This barometer shows thel
position of the business security and
banking indicers at the end of March.
‘L he combined chert and barometer show

NEW GRAND CENTRAL AN ENGINEERIN

Continued frem Fifth Page.

—
of several novel features in train des-
patching.

| or hotels, need nol see v.hnir baggage | for wonen and also an emergency hospi- ! station and be connected direotly with'
juniil they arrive at their destination, | tal, with dootors and nurses in constant . it by undesground passages. The five

{ while in the case of passengors arriving ' attendance, whers parsons taken suddenly : loors helow the sireet level are to be
' their baggage too will need no attention ill or who inay arrive on incoming trains | devoted to store purposes. The hotel

ment oh one of the lower floors, which (s
to have one of the largest indoor plunges
in the United States, Separate accom-

Instead of arriving traina backing out
after discharging passengers, as was
done under the old system, the empty
trains will continue around a loop and
swing over to the yards at one side, which
are located far below the street level,
Outzoing trains will be backed onto the
trucks after leaving the yvard,

Electrical operation will have much

An all electric signal system is to be in-
stalled which will include the latest de-
!\'itw for disposing of either outgoing
| or incoming trains.

to do with tho easy handling of trains. !

until it is delivered at their resldences and need iminediate medical atieniion
or elsewhers, can be cared for witnout delay. Those |
Exits and entrances to the torminal eeriously ill can be taken direot fromn the |
have been planned with great care. The train to a waiting ambulance without |
architects assumed that on frequent occa- | the fact coming Lo the notice of the public. |
sions, especially on days when travel is Public laborers and imunigrants, who
partioularly heavy, the crowds might it may be thought advisable should not |
spread out on either side of the entrances ' lsave or arrive at the terininal through
| to the concourses or waiting rooms to the | the main waiting rooms or concourses.
distanee of perhaps o hundred foet. Bas- will be provided for in separate waiting |
ing their caleulations on this, the exits rooms and looked after by special at-
yand entrances were placed the newrest ' teadants.
10 feet apart and the furthest 90) fes | )
the Jutter of course hwing at locations | huilt by the New York Central and New

'tho terminal without passing through the

‘ine Biltmore Hotel, which is to bhe!

modations are to be arranged for each
class of the hotel's employees. Parjors
Will be provided for them where they may
meet each other or their friends when not
on duty,

The project of building a smaller and
more moderate prioe hotel on the plot
cast of the terminal headhouse, frenting

on Forty-second street and extendi
from Depew place to Lexingten l\'em?:.
has been abandoned for the present, bug
may recelve further consideration Jater,

proper is to have 1,000 rooms and will
accoinnodate 1,290 guesis,

Pussengers arriving at or departing
from the hotel may procecd directly to

sireets. Their baggage, too, may be
taken directly to or frcm their rooms to
trains without needing the attenticn of
guests,

A new feature in hote] structure is the
locaticn of the ballreem and banquet hall
on the twenty-third floor, High win-
dows will be provided on three sides, so
that in summer ihe rooms may be con- |

'Starving Out 'l‘l'onbl

cesome Plgeons.
From tha Philadeiphia Public Ledper

clearly the rotusl positions of the tiree
xuahion &t kny pertioular time.

“We still have decided uncertainty a8
to the two other factors wiiich muast s
favorable before w sustained advance
can possibly come ebout—crops and
politica. either crops mnor politica
conditions are sufficiently advanved at
the present time to justify a prediction.
| . “In the case of crops the conditions (o-
day are favorable owing to the satisfactory
condition of the soil, as moisture is the

essenticl and good crops normally
feiow moil spturation such ws we havo
this spring. We should essume until there
is a definite indicetion to the vontrary
that the results of this year's harvest will
be satinfao

wh_ur» it is least likely they will be re- ' Haven companios, is to be one of the finest | verted inio open air roof gardens for '
t|||‘1rv;‘l 2 SAA N ol ‘;u l.-:;dw:)rld.m Ocoupying {(he block | diners and others. Hore, far above the |
An innovation which wi particularly  houn by Madison and Vanderbilt ! street Jovel, and well ashove the roofs X b
accentible to outgoing or incoining pas- 'avenues, Forty-third and Foriy-fourth | of neighboring buildings, they will hlv:‘mlgﬂ:‘:‘?x’ t“l’.\y“dlm‘b.; .'.'.";’z'i}\'."u‘{ \ﬁrr': i :Nﬂl'?’o‘ilnpm*g.:s:llt,&.aul:oalr:.-l:lfdtl:
sensgers, are i nunbor of small dressing streots, and towering twenty-four stories | the benefit not only of any cool breese [C'°8s at s «atranoe-und furning the | natlonal conventions and the Julv crou
rooins where a man or & woman may high, it is to be part of the extensive | that may be blowing in hot weather but | hrnwo try'"i‘eﬁ"'n’i'r‘f.i?fn{.“;....".’f“" ‘rupom' Defore becoming too enthusiss, .
change nis or her cloining inmediately . soheine for covering the terminal yudu' POR 0 e ohe Smimadtiste Miturs. When w

: ' ‘ i & magnificent, sweeping view of the city | ‘he focka i ) W
Lor arrive . upon reashing the terminal. This will' with iamense buildings. It will not be | proper, of Lcng lsland, the Nound, .hz' e, ae ‘,"',_‘.',"',"ul RAERES I all :pol‘l‘:ln:l ‘,’,'f;,‘,';,},‘},‘;‘.;:,,,"‘,f.}",..ﬁ??.‘.‘.“‘f'(lv-'
Haggage will lw handled on electricilly avoid the necessit; of engaging a room (directly uver the irucks, as in 1he case | Connectiout shore and of part of West- %tlmd - o | for the upswing In the stock

|

. W in tne courtyard and on the nortn - | 10 “‘I pare i

oporated elevators. Outgoing or incom- | in a hotel. of muny other buildings provided for in | o n"‘r - bath esta b o Vel FRAR vorsble. < olow i b

ing passengers, aftor loaving their homes | lo addition there will be rest rooms|the general plan, but will face the ‘f e :' o Turkish el . Ih e ke
»

{: wlu corn, pesnuts,
A
. \

ity hall pigeons are once more under
the ban, und Director l'orter Is the man
who Is trying to get rid of them. lastoad

Comforts for Passengers.

All train gates are to be operated by
clectricity and their opening and closing
signalled automatically. Passengors will
he notitied by electrically operated signals
and announcers when teains are to leave

“As Miy and June are always months

. of irreguiarity and of uncertainty, espe

rders (v the city




